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The Controversy Over Henry Wallace 


When the President sent to the Senate the nomination of Henry Wallace as Secretary of Commerce 

he precipitated a controversy in which the long-standing opposition to the New Deal, temporarily 

eclipsed by the election results, comes again to a head. It is the latest dramatization of a major politi- 
cal and economic issue in America—how mass unemployment is to be overcome. 


The contest that broke out suddenly over the President’s 
appointment of Henry Wallace to be Secretary of Com- 
merce needs to be seen in the perspective of political and 
economic developments over the last few years. Intelligent 
and honest opinion is sharply divided, because the issue 
runs deep, because the economic situation is full of uncer- 
tainty, and because there are many personal and political 
factors that enter into the picture. Large numbers of dis- 
interested people see in the program put forward by Mr. 
Wallace a serious threat of a run-away public debt and 
ruinous inflation, while many others see in it the only sal- 
vation of an economic system based essentially on private 
enterprise. 


The President’s Letter 


The first thing to be noted is the fact that the central 
issue has been clouded by the content and tone of the 
President’s letter to Jesse Jones asking him to step aside 
“for Henry.” It is perhaps possible to put a somewhat 
different construction on the words “for this reason only” 
from that generally put upon them.’ Yet the letter has 
to be taken as a whole and the fact that it contains assur- 
ances to Mr. Jones that he has the President’s “full con- 
fidence,” emphasizes the political aspect of the appoint- 
ment. 

The letter has caused consternation and bewilderment 
among friends of the Administration, which the Presi- 
dent’s ringing endorsement of Mr. Wallace on his own 
merits, made public on Jan. 29 but written before the ap- 
pointment was made, has only intensified. Thomas L. 
Stokes, the Washington correspondent who has won high- 
est commendation for accuracy, that same day reported 
“one theory” current in Washington to the effect that the 
President had made up his mind to dispose of both Mr. 
Wallace and Mr. Jones. This idea Mr. Stokes rejected, 
thinking the President’s letter “diversionary” and also 
written with a certain “impishness’”—something “not to 
his credit,” but “understandable when you know all that 


1 Those words follow a paragraph in which the President refers 
to Mr. Wallace’s belief that he could “do the greatest amount of 
good in the Department of Commerce for which he is fully suited.” 
He concludes “therefore” that Mr. Wallace should have the post. 
It may be argued that the words “for this reason only” refer as 
much to Mr. Wallace’s qualifications as to his political services. 


the President knows about that attempt to steal Texas 
away from him some months ago. Jesse Jones’ friends 
and compatriots were heavily involved in that.” 

Arthur Krock, another influential Washington corres- 
pondent, puts the onus largely on Mr. Wallace who, he 
says, “insisted on taking over the full duties of his old foe, 
Mr. Jones, and would have nothing else the President was 
able to offer,” so that the latter “felt obliged to yield.” 
The matter is summed up in an editorial in the Catholic 
journal America (February 3) in these words: “It is noth- 
ing particularly new in American politics that the Execu- 
tive should reward his friends with political posts. It has 
been accepted practice, and the people have usually asked 
only that the appointees should be men fit for their jobs. 
But it is rare to find so explicit a canonization of the prin- 
ciple by the Chief Magistrate ; and it leaves a bad taste in 
the public mouth. The Senate might readily refuse to 
confirm such an appointment.” The editor wonders if the 
President “meant it that way.” 

The Basic Issue 

A reading of press comments pro and con indicates that 
on both sides the fundamental question is recognized ; 
that what is happening is a long-delayed showdown on the 
New Deal. Arthur Krock has written concerning the 
controversy: “The Democratic storm that now has burst 
has been gathering for a decade. The first cloud appeared 
when Lewis W. Douglas in 1934 resigned as Director of 
the Budget in protest against the spending policy and the 
New Deal theories of government. The war stayed its 
force, but now that is resuming. It is quite appropriate 
that federal spending should be the center of the storm.” 

Reference was made in our issue of December 16, 1944, 
to the continuing uncertainty in some minds as to whether 
the Administration was going “right” or “left.” The dis- 
closures contained in Mr. Jones’ testimony concerning the 
tremendous power exercised by the Reconstruction 
l'inance Corporation, together with his robust avowal of 
conservative views, show the extent to which the Adminis- 
tration, for all its pro-labor attitude and the “hostility” 
that business complains of, has “been financially conserva- 
tive. At the committee hearing on the George Resolu- 
tion, subsequently passed by the Senate, providing for the 
divorcement of the federal loan agencies from the Depart- 
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ment of Commerce, this colloquy occurred over the powers 
of the R.F.C. and its multiple agencies. 

“The Chairman: What are the limits? What are your 
financial limits, or your resources for borrowing money, 
as loan administrator? ... 

“Secretary Jones: We can lend anything that we think 
we should. 

“The Chairman: That means the sky, does it not? 

‘Secretary Jones: Any amount, any length of time, any 
rate of interest. 

“The Chairman: And to anybody? 

“Secretary Jones: And to anybody that we feel is en- 
titled to the loan. 

“The Chairman: You have to come to Congress for 
your money, do you not? 

“Secretary Jones: Yes, but you have given us a lot of 
money.” 

Mr. Jones referred to the R.F.C. as “bigger than Gen- 
eral Motors and General Electric and Montgomery Ward, 
and everything else put together and you don’t hear much 
about it because it is being run by business men, by men 
experienced in business, by men who haven’t any ideas 
about remaking the world.” 

‘ie New York World-Telegram (Feb. 5) has said 
editorially that it appears that “about the only prerogatives 
Jesse Jones neglected to receive from Congress are its 
constitutional responsibilities to coin money, lay taxes, 
declare war and conclude peace.” Then it adds “if any 
free-wheeling spend-lender and world-remaker gets his 
hands on all those billions of shekels, he will be likely to 
influence greatly the value of coin minted, burden of taxes 
laid, kind of war waged and nature of the peace resolved— 
Congress to the contrary notwithstanding—unless Con- 
gress takes a firm grip on those purse strings.” 

Press comments might be cited at length to indicate (1) 
the great financial power that the Administration with 
the support of Congress has placed in conservative hands, 
and (2) the consternation of those who in general repre- 
sent the business community at the proposal to turn that 
power over to anyone who represents a “welfare” theory 
of government. One will suffice here. A staff writer in 
the New York Times says of the R.F.C. that it “is gen- 
crally viewed in the capital as an empire full of paradoxes, 
the most important of which are (1) that this greatest of 
all ventures of government-in-business should have been 
controlled by Jesse Jones, one of the principal conserva- 
tive influences within the Administration, and (2) that 
the New Deal, which bore down on public utility holding 
companies with its “death sentence,’ should have here 
fostered the greatest holding company system in the world, 
dwarfing even Electric Bond and Share, the largest of 
the country’s public utility systems.” 

The issue is sharpened by the fact that Mr. Wallace’s 
supporters have been able in replying to the contention 
that he “lacked experience,” to point to a vast amount of 
experience he has had in administering government loans 
(though not, Mr. Jones insists, with anything like the 
discretionary powers lodged in the latter’s organization) 
and to a very substantial success in private business. The 
real question is manifestly not one of ability but of policy. 


What Mr. Wallace Wants 


Mr. Wallace set forth his program before the Senate 
committee as a bulwark of private enterprise. He believes 
that only the stabilizing of employment can prevent eco- 
nomic collapse. Also he believes that the trend of busi- 
ness financing during the last thirty years has run counter 
to the interest of the small business man. It will be re- 


called that in 1943 he made a vigorous speech denouncing 
monopolies and calling for freer competitive enterprise. 
His position is that the American economic system is the 
best in the world, that government enterprise is distinctly 
inferior to private enterprise and that what the “common 
man” needs is a chance to help himself. But he believes 
that “an expanding American economy can continue to 
expand only if the increased productivity is divided 
equitably between business and the worker.” Also he 
holds “free enterprise in the American tradition can 
flourish only by doing a large volume of business at a 
small profit per unit.” This last is the doctrine that econ- 
omists of the Brookings Institution have been preaching 
for years. In particular, he wants small enterprise stimu- 
lated: “There must be a place in these new business areas 
—as everywhere in our economy—for enterprising small 
firms. It is from these new and small firms that the great 
industries of the future will grow. We need new indus- 
tries and new firms to have industrial progress and we 
must not permit them to be stifled by monopoly.” 

It may be noted that Mr. Jones emphasized R.F.C, 
loans made to small business—some thousands of them. 
Mr. Wallace, however, called them “crumbs,” since he 
said there were 3,000,000 such small enterprises. 

Again, when Mr. Wallace comes to specify the role of 
government he makes very familiar recommendations. 
“The basic function of your government in taking care of 
any such slack in jobs is to see to it that private enterprise 
is assisted until it can absorb this slack. This is entirely 
possible. During the war the federal, state and local gov- 
ernments have found it necessary to put aside the construc- 
tion of roads, buildings and public facilities to the value 
of many billions of dollars. We have a need, too, for vast 
programs of the type exemplified by TVA... . We must 
have a reservoir of planned and approved federal, state 
and local projects ready to be tapped. And when employ- 
ment falls below this floor of 57,000,000 jobs, this reser- 
voir of planned and approved public works should be 
opened up to provide more jobs and take up the slack.” 

This principle was substantially endorsed by editors 
of Time, Life and Fortune in 1942, by the National Re- 
sources Planning Board, and by other advocates of a 
“mixed” or “compensated” economy. Mr. Wallace is 
emphatic as to the character of the jobs created by such 
enterprises. He wants no WPA. Public works must not 
produce “government or ‘relief’ jobs, however. No, they 
should produce private jobs. This is possible if we insist 
that this construction be done by private firms under con- 
tract with the government ; private firms employing labor 
at the prevailing rate of wages and under standard labor 
conditions. 

“This assurance of a reserve of private jobs, through 
constructive public works when needed to take up the 
slack, will have a profound effect on the whole direction 
of our economy. In fact, the knowledge that government 
accepts this responsibility of maintaining a floor under 
jobs will act as an immense stabilizing force on the whole 
economy.” 

Readers of this Service will recognize the lack of 
novelty in this statement. For several years conservative 
business leaders have been saying that if private industry 
does not overcome mass unemployment, government must 
inevitably step in. Mr. Wallace seems to want the process 
regularized so that the state will not, in a crisis, “step in” 
for good. The program he outlined to the Senate com- 
mittee covered the entire range of the President’s eight- 
point Economic Bill of Rights. Attention is focused here 
on the goal of full employment, since it is the key both to 
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Mr. Wallace’s program and to the opposition which it has 
aroused. The full statement, quoted by him from the 
President’s recent message to Congress, is as follows: 

“The right to a useful and remunerative job in the in- 
dustries or shops or farms or mines of the nation ; 

“The right to earn enough to provide adequate food 
and clothing and recreation ; 

“The right of every farmer to raise and sell his products 
at a return which will give him and his family a decent 
living ; 

“Phe right of every business man, large and small, to 
trade in an atmosphere of freedom from unfair competi- 
tion and domination by monopolies at home or abroad ; 

“The right of every family to a decent home ; 

“The right to adequate medical care and the opportunity 
to achieve and enjoy good health ; 

“The right to adequate protection from the economic 
fears of old age, sickness, accident and unemployment ; 

“The right to a good education.” 


“Planning” 


Both Mr. Wallace and the opposition to him believe in 
private enterprise ; also, they see the abolition of mass un- 
employment as primarily a responsibility of private enter- 
prise; and finally they are not at odds over the proposi-: 
tion that if private enterprise is unable to achieve this it 
becomes ultimately a responsibility of government. As 
one of the best known conservative business men in Amer- 
ica said to the editor of this Service, “Nobody must 
starve, no matter what happens the budget.” 

But there are vital differences underlying all these 
agreements. Mr. Wallace speaks as one already con- 
vinced that private enterprise cannot alone accomplish 
the task of full employment, while the spokesmen for busi- 
ness enterprise for the most part seem to hope that gov- 
ernment intervention will not be necessary, or at least that 
is should not be taken as a matter of course. Mr. Wallace 
thinks the major risks of business, as of health and liveli- 
hood, should in some measure be socially insured. Here 
he follows the President’s lead. But, as the New York 
Times has been pointing out, the assumptions with which 
you start have far-reaching consequences. If government 
undertakes to “guarantee” jobs, and “plans” accordingly, 
its very planning will condition the operation of private 
enterprise. Commenting on the President’s annual mes- 
sage, in which the doctrine of federal responsibility was 
set forth, the Times said: “The implication here is that if 
mass unemployment occurs, it must be the fault of private 
enterprise—and not, say, of unsound governmental poli- 
cies which prevent private enterprise from functioning.” 

This is the heart of the matter, and it probably accounts 
for the bitterness of the reaction in business circles— 
though not among all business men—to Mr. Wallace’s 
appointment. It is contended that the head of a govern- 
ment business agency should have the confidence of busi- 
hess just as the head of the Labor Department needs the 
confidence of labor. Business men who will accept the 
proposition that government is ultimately responsible for 
employment deplore and resent the assumption that it is 
going to be. They might express the matter thus: It is 
one thing to know that if you fail in business you will have 
to go through bankruptcy proceedings ; it is quite another 
thing to make all your business plans on the assumption 
that you are going bankrupt. The difficulty here is funda- 
mental, and the Wallace appointment brings it to the fore. 
He wants government to act as if it may have to assume 
some of the responsibility for keeping the national plant 
going. 
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This means, as the Murray-Wagner-O’Mahoney bill 
puts it: “to pursue such consistent and openly arrived at 
economic policies and programs as will stimulate and en- 
courage the highest feasible levels of employment oppor- 
tunities through private and other non-federal investment 
and expenditure”; to prepare a National Production and 
Employment Budget on the basis of estimated labor force, 
investment, etc., which will provide for any prospective 
deficiency in production at full-employment level by “en- 
couraging such increased non-federal investment and ex- 
penditure, particularly investment and expenditure which 
will promote increased employment opportunities by 
private enterprise, as will prevent such deficiency to the 
greatest possible extent.” This may involve federal 
policies all along the line, affecting “banking and currency, 
monopoly and competition, wages and working conditions, 
foreign trade and investment, agriculture, taxation, social 
security, the development of natural resources, and such 
other matters as may directly or indirectly affect the level 
of non-federal investment and expenditure.” Thus the 
Murray-Wagner-O’ Mahoney bill. This is national plan- 
ning, and those who fear and dread it can plausibly con- 
tend that the “private enterprise” thus encouraged is not 
the old type of free enterprise and that its incentives are 
problematical. On the other hand, those who insist that 
the country has had the last gamble on mass unemploy- 
ment it can afford are able to point to the melancholy 
record of the business cycle. Taxed with trying to foist 
“untried” theories on the country, and to “remake the 
world,” they can call for a “look at the record” of recur- 
rent failures within private enterprise. From their point 
of view, only with a modicum of planning can complete 
disaster to the economic system be avoided. 


There is also the grim spectre of a public debt so great 
as to strangle enterprise. Mr. Wallace has not said that 
the debt is unimportant. He wants to see it retired in 
orderly fashion. But he has great faith in the possibility 
of maintaining full employment at a high production level, 
and there is no dispute as to the possibility of handling 
the prospective debt if that level can be maintained. But 
if not? Since Mr. Wallace’s plan—the Administration 
plan—is not socialism but a “mixed economy” it involves 
securing the vigorous cooperation of private enterprise. If 
that is not forthcoming, no matter where the blame may be 
placed, the temptation to resort to the printing presses to 
bolster a collapsing budget is obvious. 


“Abundance” and ‘Scarcity’ 


What was said above applies to the large number of 
serious-minded and honest partisans on either side in this 
battle. It must be said, however, that the issue is clouded 
by misrepresentation. This has occurred on both sides, 
as is usually the case. The question of motive is not raised 
here. The charge that Mr. Wallace is advocating state 
socialism or totalitarianism is obviously baseless, whether 
or not his proposals would work out democratically. But 
the charge that he is the author of a doctrine of economic 
scarcity, equally untrue, gains some plausibility from the 
fact that in 1933 the Agricultural Adjustment Administra- 
tion plowed under cotton and killed little pigs. What is 
overlooked or obscured is the fact that the limitation of 
output in order to protect price is a well established prac- 
tice in a capitalist economy resulting from an “adminis- 
tered price” policy geared to immediate rather than long- 
run objectives. The Brookings Institution publications 
have been trying to educate business executives away from 
this policy, to which Mr. Wallace in 1933 made a very 
reluctant concession. His whole program is designed to 
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implement an “economy of abundance.” Whether it can 
be done or not is the major economic question to which 
the present generation must address itself. And this 
necessity is quite independent of the Wallace-Jones con- 
troversy. 


Commerce Minus R.F.C.? 


It should be noted that the issue over the linking of the 
federal loan agencies to the Commerce Department is no 
longer a personal one. Mr. Krock has written that the 
lesson for Congress in the episode is that when it legis- 
lates in terms of men instead of laws, as in this case, “the 
grant may outlast the administrator, and the difficulty of 
recapturing these powers or keeping them out of hands 
unsuitable to Congress will always be great because of 
the Presidential rights to appointment and veto.” But 
apart from that question there seems to be wide agreement 
(1) that the two jobs should be separated, and (2) that 
the powers exercised by Mr. Jones and the heads of his 
several agencies should never have been so far removed 
from congressional control. Mr. Wallace himself has been 
vocal on this point. 


Walter Lippmann thinks Mr. Wallace was ill-advised 
in seeking both offices; that he can be much more useful 
as Secretary of Commerce if he is not actually heading a 
loan agency. His function would be “to propose to the 
President and his Cabinet general policies needed to keep 
production and investment and consumption in balance at 
a high level of employment.” Mr. Lippmann believes that 
such a “novel and complex undertaking” as high-level 
employment can go forward only by “leadership and per- 
suasion.” To deny Mr. Wallace the opportunity to give 
such leadership as Secretary of Commerce would be 
“fantastically reckless,” an “act of arbitrary prejudice 
which could only divide the country.” 

Thomas L. Stokes, who has been a sharp critic of the 
Administration, writing in the New York World-Telegram 
for January 29, deplores the cries of “Impractical! 
Idealistic! Visionary!” that greet Henry Wallace’s pro- 
nouncements. Many business and industrial leaders 
have, he says, made similar proposals. Referring to the 
depression days he said: “It was not the bankers who 
saved that situation, but a political leader who gave the 
people courage and hope so that they could pull together 
and work themselves out. But it must be said for the 
bankers and the captains of industry that they pitched in 
to help, and some of them were able to accommodate their 
— to change and were ready with solutions here and 

“Something more is needed. And the people know it. 
There’s no way to fool them. That’s why Henry Wallace 
catches their imagination.” 


Financing Councils of Churches 


The Field Department of the Federal Council will mail 
without charge on application by any interested reader of 
INFORMATION SERVICE the mimeographed report, “The 
Vinancing of State and Local Councils of Churches,” re- 
cently made by Ross W, Sanderson. It was prepared for 
the Department of Research and Education in coopera- 
tion with the Field Department. 

The study sought to discover the amount and sources 
of income of state and local councils of churches, the 
methods used in obtaining income, and the motives 
emphasized in obtaining financial support. 

Eleven state councils reporting had an average income 
of $11,910 in 1939, and of $20,606 in 1943. Seventeen 


local councils had an average income of $15,686 in 1939 
and of $23,364 in 1943. However, not all councils had re- 
stored their budgets to 1929 levels. 

Denominational funds are being made available in 
larger degree than ever before, especially for war emer- 
gency work. In an increasing number of city councils, 
the social service departments receive all or part of their 
support from community chests. In at least two instances, 
community chests give more than half of the total received 
by councils for all purposes. One council received from a 
community chest in 1943 almost $40,000. Eleven city 
councils reported other sums from $1,000 up to $21,000. 
Several councils administer public funds for chaplaincies 
in local or state institutions. The number of individual 
donors varies from 15 persons in a small county council 
to 6,000 in one state council. 

Giving by corporations is beginning “to appear as a 
separate heading.” Dr. Sanderson comments that “co- 
operative religious work would seem to be as much en- 
titled to industrial support as is community social work.” 
But he also says that the implications of these gifts, 
‘which are assuming increasing importance,” should have 
“serious discussion.” Does a council face “dangers in ac- 
cepting relatively’ large gifts from manufacturers, public 
utilities, and other corporations ?” : 


Local churches are reported often to be “slow to make 
any clear-cut financial commitments.” In general, the 
local council has only meager knowledge of the member- 
ship and budgets of its member churches. The financial 
efforts have lately had “an inevitable war-time appeal,” 
stressing the “spiritual aspects of the home front.” Chris- 
tian unity is emphasized less than a year or two previous 
to the study. The common mission of the church is being 
frequently mentioned in appeals for funds for the various 
war-time ministries. ‘“The distinction between Chris- 
tianity and a literally pagan world grows clearer.” In cur- 
rent circulars there is also a “deeply evangelistic chal- 
lenge.” One appeal is to the effect that the churches must 
work together in order to help to insure that young people 
may establish decent homes. The crisis in our civilization 
is apparent in “a new forthright simplicity even in promo- 
tional materials.” 


The Number of Clergymen 


Since we are frequently asked the number of clergymen 
in the United States, we print below the figures appearing 
in Comparative Occupation Statistics by Alba M. Ed- 
wards, Bureau of the Census, 1943: 


Number of Persons 
Giving Occupation 
Year of Clergyman 


The total number of persons who consider themselves 
“ministers” is larger than the number classified as “clergy- 
men,” but figures for total number of ministers have not 
been gathered during recent years. It is probable that 
the persons who give their occupation as “clergyman” to 
the Census enumerator are those who give full time or 
most of their time to the profession. 

It is to be noted that the number of clergymen declined 
between 1930 and 1940, and that the number per 100,000 
of population was in 1940 considerably less than in 1910. 
It is also interesting to add that the number of women in- 
cluded in the totals above, increased from 1,787 in 1920 
to 3,276 in 1930, and to 3,308 in 1940. 
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